Whose “Needs™ Do

Certificate of Need Laws Serve?
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Introduction

Alaska is one of 35 states still subject to health care certificate of need
(CON) laws." These regulations require that certain proposed health care
facilities or expansions receive permission from the Alaska Department
of Health to begin operating. However, contrary to normal licensing
procedures, approval is based not on the qualifications of the facility or its
workers, but on the judgment of the government that the new or expanded
facility is needed in the proposed area.?

To make this decision, the Alaska Department of Health relies on input from
existing local health care entities — the new or expanding organization’s
competitors — rather than potential patients’ desire for another option.
Unsurprisingly, some proposed health care facilities such as hospitals are
stopped before they can even begin construction. Alaska has 19 health
care products and facilities, from MRI scanners to neonatal intensive care
units, that require certificates of need.?
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The federal government originally mandated
that states implement CON laws in 1974.%
However, by 1986, a bipartisan majority of
Congress abolished the mandate and encour-
aged states to repeal their CON laws. Fifteen
states have since repealed their CON laws, but
Alaska has yet to do so.

Statistics

Below are relevant numbers comparing the
remaining 35 CON states to the 15 that have
permanently withdrawn them:®

+ Even after controlling for other factors, states
with any CON laws have almost 100 fewer
hospital beds per 100,000 residents.

+ States with CON rules have fewer hospice
care facilities, fewer dialysis clinics, fewer
magnetic resonance imaging (MRI) machines,
and fewer ambulatory surgery centers (ASCs)
per capita.5’

+ Cost per service is higher in CON states, with
any lower overall cost per capita attributable to
lower access to care and the resulting reluc-
tance of the population to seek medical help.

+ CON laws increase overall health care spend-
ing by 3.1% and Medicare spending by 6.9%.

* When states repeal CON laws, they see a 4%
drop in health expenditures over five years.
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When states repeal
CON laws, they see a
4% drop in health
expenditures over
five years.

« Of the 15 states that have repealed their CON
regulations, all have seen a reduction in health
care costs and hospital readmissions, with no
decrease in charitable care.

The Potential Effect of CON Repeal in Alaska

What would happen if Alaska abolished its entire
CON code? The Mercatus Center has calculated
some of the likely effects:®

« The average Alaskan would save $294 per
year on overall health care spending.

* MRI services would increase by 2,137, from
5,880 to0 8,017.

+ Computerized tomography (CT) scans would
increase by 4,201, from 6,160 to 10,361.

+ Post-surgery complications would decrease
by 5.2%.

« The number of hospitals could increase from
25to 35.

« The number of rural hospitals could increase
from 17 to 24.

A Path Forward

Some ways Alaska can repeal its CON laws
include “sunsetting” the rules by designating
future dates at which they expire, phasing out
aspects of the laws one at a time or simply
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repealing them all at once. When it comes to
repeal in Alaska, faster may be better.®'® Eleven
states abolished all CON mandates by 1990, and
the sky did not fall in any of them.™

Whichever path Alaska chooses, the rollback
of these laws can only be an improvement.'
Certificate of need laws have continually proven
to serve the needs of corporations rather than
communities, yet Alaskan policymakers have
carried on for 40 years with detrimental laws that
are no longer mandated — or even recommended
— by the federal government. Policymakers have
had ample evidence and opportunity to move
forward, and it is high time they do so.
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